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Government Accounting in China
By

J. Stephen Nom Lee

There has been much discussion lately about modernized
methods of government accounting in European countries and in
the United States of America. Such discussion is also found
among the accounting profession in China today. Ten years
ago, a modern accounting system was almost unknown; but
today officers who are in charge of accounts and public records in
the government organizations in China are enthusiastic about
having their records and books modernized in accordance with
the double-entry system.
There were many reasons for the slow improvement in all gov
ernment procedures including accounting and statistical record
ing. One of the principal causes in the opinion of the accounting
profession in China was the fact that appointed officers had un
certain terms of office, and therefore were not interested in exert
ing themselves for the betterment of conditions. However true
this may have been, the attitude has been entirely changed.
This was due, perhaps, to the quick perception on the part of
officers, who are in charge of the administration of the business of
government, that systematic reporting and a uniform accounting
procedure are indispensable tools for an efficient government
administration.
A simple form of government accounting was in vogue in the
various government organizations in China in the pre-republic
days. The system was so antiquated and incomplete that public
officers were often tempted to misappropriate funds for their
personal gains. There were as many methods of recording and
reporting as there were organizations in existence. None of these
organizations had a complete and adequate system that would
properly segregate transactions involving the different activities
of the organizations and none of these organizations brought
budgeting into use. Information concerning past operations was
entirely lacking. There was no proper basis for guidance as to
the future operations of the business. When one wished, for in
stance, to make reference to the budgets of a certain government
organization or to estimated revenues from a certain tax for a cer283
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tain fiscal period of another organization, he had to depend al
most entirely upon his own memory or that of others.
The first movement to improve and to reorganize the govern
ment’s accounting system in China began in the third year after
the birth of the republic (1914). Certain rules and methods for
bookkeeping and reporting, drafted under the auspices of the
ministry of audits, were adopted in 1914. These were intended
primarily to furnish information for purpose of effecting economy,
obtaining better control, producing data for departmental esti
mates and establishing uniformity in procedure. According to
rule No. 13 of the ministry of audits’ procedure for bookkeeping
and reporting, every government organization must submit to
the ministry of audits the accounting system under which it is
operating. Any part of the system found in conflict with the
rules of the ministry of audits had to be returned for revision.
It was thus quite evident that a uniform accounting system, orig
inally planned perhaps, was far from attainment; although this
movement was a great impetus toward shaping the new uniform
accounting system in later years.
Between 1915 and 1916, the ministry of communication ap
pointed a committee to draft a uniform system of accounting
and reporting for all state-owned railways. In 1925, another
committee was appointed by the ministry of communication to
draft a uniform accounting and reporting system for all electrical
utility and wireless corporations. The respective committees
were represented by trained men who were experts in handling
the business and accounts of public utilities. The noteworthy
feature of the committees was the fact that some of the members
were widely acquainted with the uniform accounting systems of
public utilities and railways in the United States and in many
countries of Europe. Much care was taken to install the best
features of the systems of other countries. Thus, the system of
accounting and reporting under the ministry of communication
stands today as the model of modernized uniform accounting
systems in China.
Parallel with the movement to establish a uniform system of
accounting and reporting by the ministry of communication, the
ministry of finance, in June, 1927, appointed a committee of ex
perts in accounting to reorganize the accounting system of all the
government organizations under that department, and to draft a
uniform system, if necessary, applicable to all government insti284
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tutions and organizations, with the exception of those under the
ministry of communication which already had their own. The
committee was charged with an important task, and it was by no
means an easy one. Fortunately, all members of the committee
were experts in the modern technique of accounting and were
thoroughly familiar with the conditions and complicated situa
tions existing in China.
After four years of untiring effort and intensive study and
research, the committee finally outlined, in 1931, what is known
in China today as “The uniform system of government account
ing.” It was widely adopted throughout all the government or
ganizations in China. The system was exhaustively outlined, to
be sure, but happily, the results so far have proven satisfactorily.
The system is yet in its embryonic stage. It will have to undergo
many changes before it is established on a sound and permanent
foundation.
As to the working of the present uniform accounting system, it
is perhaps necessary to give the following explanations and
particulars:
First of all, Chinese government finance is administered jointly
by (1) the ministry of finance, (2) the department of budgets,
accounts and statistics, (3) the central bank of China and, finally,
(4) the ministry of audits. As we are concerned only with the
accounting of the government, I limit discussion, in a general way,
to the department of budgets, accounts and statistics, which is a
newly organized department to formulate and administer a uni
form system of procedure for the making of the national budgets
and systematic control of accounts and statistics. The creation
of this new department was recommended by the committee as
part of the system. The main functions of this department are as
follows:
(1) to adopt and to enforce a double-entry bookkeeping system,
(2) to adopt uniform accounting terminology,
(3) to establish uniform budget accounts,
(4) to establish uniform methods of business procedure and
reporting for the government and its various divisions.
The labors of the department are delegated to three bureaus;
namely, (a) bureau of accounts, (b) bureau of statistics and (c)
bureau of budgets.
Before the organization of the new department, all work on
national budgets, accounts and statistics was undertaken by a
285
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special committee of the ministry of finance. Uniform procedure
was sadly lacking. Financial statements received by the minis
try from the different organizations were in the nature of cash and
disbursements only. Balance-sheets were unknown. Entries
were so made that comparison between budgeted and actual re
ceipts and expenditures was almost impossible. Transactions
were never completely recorded. Fiscal periods varied with
different organizations, and there was no uniform system of
reporting.
The present uniform accounting system prescribes that all
accounts must be kept by double-entry on an accrual basis.
Although the system centers around two groups of accounts
known as budget accounts and proprietary accounts, no attempt
is made to segregate these two groups of accounts as is usually
done in other countries. In this way, unnecessary duplication of
accounting entries is eliminated.
The basic structure of the balance-sheet according to the pres
ent uniform accounting system consists of the following ledger
accounts:
Resources
Obligations
(1) Estimated revenue
(2) Estimated revenue due to treasury
(3) Appropriated balance with the (4) Appropriations
treasury
(5) Revenue allotments
(6) Appropriation allotments
(7) Appropriation encumbrance
(8) Reserve for encumbrance
(9) Unappropriated surplus

The first four of the above accounts are entered when the
budget of the fiscal period is approved. Thus, for instance, when
estimated revenues and appropriations for the fiscal period 1935
are $100,000 and $95,000 respectively, the items are entered as
follows:
(1) Dr. Estimated revenues............................................... $100,000
Cr. Estimated revenue due to treasury.................
$100,000
(2) Dr. Appropriated balance with the treasury..............
95,000
Cr. Appropriations...................................................
95,000

But the peculiar point of the system is that, in addition to enter
ing the estimated revenues and the appropriations for the fiscal
period, the revenue allotments (estimated revenues for the month)
and appropriation allotments (appropriations for the month) must
also be shown in the balance-sheet. Thus, for instance, when in
July, which is the beginning of the fiscal period of the present
286
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system, the revenues are estimated to be $8,000 and the appropria
tions are estimated to be $7,000 respectively, the transactions are
recorded as follows:
(3) Dr. Revenue allotments...................................................... $8,000
Cr. Estimated revenues...................................................
$8,000
(4) Dr. Appropriations..............................................................
7,000
Cr. Appropriation allotments..........................................
7,000

Another point of difference in the present system from those in
use in other countries is the fact that all organizations that are
charged with the duty to collect revenues for the government—
for instance, the internal-tax bureau, land-tax bureau, wine-andtobacco-tax bureau, etc.—are required to make their balancesheets in two separate sections: one is for the expenditures allow
ance, the amount of which is obtained directly from the ministry
of finance for the maintenance of the organizations; and the other
is for the revenues which have been collected or are estimated to
be collected for the ministry of finance. In no circumstances are
these two sets of accounts allowed to be mixed with each other.
For other non-revenue collecting organizations—such as the differ
ent military organizations, government institutions and the vari
ous ministries and departments of the government, etc.—the
problem is much simpler, in that only a general fund balancesheet is necessary—beside, of course, other operating statements.
The following journal entries of some of the most typical
transactions will illustrate briefly the procedures of the new uni
form accounting system:
(1) Estimated revenue for the fiscal period:
Dr. Estimated revenue
Cr. Estimated revenue due to treasury
(2) Estimated revenue for the month:
Dr. Revenue allotments
Cr. Estimated revenue
(3) Appropriations for the fiscal period:
Dr. Appropriated balance with the treasury
Cr. Appropriations
(4) Appropriations for the month:
Dr. Appropriations
Cr. Appropriation allotments
(5) Receipts from revenue:
Dr. Cash (revenue section)
Cr. Revenue allotments
(6) Dr. Accounts receivable
Cr. Revenue allotments
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(7) Transfers from other fund:
Dr. Cash
Cr. Due to other fund
(8) Advance to disbursing officers or organizations:
Dr. Advance to disbursing officers
Cr. Cash
(9) To close the revenue allotments account :
Dr. Revenue allotments
Cr. Due to treasury
(10) Orders and contracts made at estimated cost:
Dr. Appropriation encumbrances
Cr. Reserve for encumbrances
(11) Orders and contracts paid at estimated cost:
Dr. Reserve for encumbrances
Cr. Appropriation encumbrances
(12) Warrants issued by the treasury:
Dr. Warrants
Cr. Appropriated balance with treasury
(13) Treasury paid against warrants issued:
Dr. Cash (expenditures section)
Cr. Warrants
(14) Unencumbered balance of appropriations:
Dr. Appropriations
Cr. Unappropriated surplus

Perhaps it may be interesting to give the reader a better idea of
the system by presenting typical balance-sheets of Chinese gov
ernment organizations as shown on the following pages.
In order that the new system may be strictly and properly
carried out, all accounting officers of the different government
organizations are supervised by the bureau of accounts. Al
though every procedure is predetermined and prescribed by the
bureau of accounts in its exhaustive manual of instructions for the
uniform accounting system, the accounting officers have ample
opportunities to use their own originality and initiative.
Thus, within a short period of time, modern government ac
counting has made great strides in China, and it has grown to be a
significant factor in the administration of the business of govern
ment. The present uniform accounting system is one of the most
outstanding accomplishments planned for the establishment of a
modern government in China. Due credit, however, must be
given to the professional accountants in China for their persistent
efforts in rendering advice and making suggestions. Their in
valuable professional assistance has done much toward making
the present uniform accounting system a task “memoria in
aeterna.”
288
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380,200.00
50.00

280.00

Total ................................................................. $398,717.92

Appr. bal. with treasury .........................................
Advance to other funds ...........................................

Accounts receivable.................................................

Cash .......................................................................... $ 18,187.92

4,478.92
24,950.00
2,439.00

Total ................................................................. $398,717.92

-------------Reserve for encumbrance........................................
Unappropriated surplus ..........................................

Appropriation.......................................................... $366,850.00
Appropriated allotment...................... $29,428.92
Less app. encum.............................. 24,950.00

Balance-sheet, July 31, 1935

Chinese N ational R elief Administration
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3,055,932.00
$3,293,133.50

Total ..........................................................

Grand total ...................................................

330.00

1,100.00

220,000.00

15,541.50
230.00

$ 237,201.50

$

Total ..........................................................
Revenues section
Cash ........................................ $ 112,240.00
Estimated revenues................ 2,915,000.00
Revenue allotment................
28,692.00

Approp. bal. with treasury. ..
Advance to other disbursing
officers.................................
Advance to other organiza
tions .................................

Expenditures section
Cash ........................................
Accounts receivable...............

of

Stamp T ax

$3,293,133.50

3,055,932.00

Total ..........................................................
Grand total ...................................................

$ 237,201.50

200.00

Total .........................................................
Revenues section
Account payable.................... $
4,000.00
Due to treasury .....................
108,240.00
Est. rev. due to treasury. . ..
2,943,692.00

Unappropriated surplus .......

Expenditures section
Appropriation.................... $ 220,000.00
Approp. allot... $17,001.50
Less approp.
encum......... 12,680.00
---------------- 4,321.50
Reserve for encumbrance. . .
12,680.00

Balance-sheet, July 31, 1935

Chinese Bureau
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